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ABSTRACT

The objective of this study is to find the Entrepreneurial Orientation among small-
scale enterprises in Kandy district. Further, it finds out the impact of Entrepreneurial
Orientation of entrepreneurs on the financial performance of small-scale enterprises in
in Kandy. The SME sector has become a crucial segment and a major section of
private sector in developing countries. Therefore, for the developing countries, it is
important to accelerate the growth of small and medium enterprises in order to gain
sustainable development. However poor practices of Entrepreneurial Orientation, poor
financial activities, lower attainment of the entity‘s goal objective and failing to
protect organization assets lead to failure of the business. Therefore, this research
aims to explore Entrepreneurial Orientation on financial performance of SMEs in
Kandy district and evaluate whether Entrepreneurial Orientation have an impact to the

financial performance of the business.

Entrepreneurial Orientation was looked at from the Innovativeness, Risk Taking, Pro
Activeness, Autonomy and Competitive Aggressiveness of the owners of SMEs.
Primary data was collected from owners of manufacturing SMEs in Kandy district.
There, one hundred entrepreneurs were selected as sample and questionnaires were
issued to them to collect the primary data. Collected data for the study was presented
in the form of tables, chart, and analyzed using the software Statistical Package of
Social Science, version 23.0. The data analysis included the Univariate analysis

(descriptive) and Bivariate analysis.

According to the analysis, the finding showed Entrepreneurial Orientation of SMEs is
at moderate positive level and also financial performance is also at moderate positive
level. However, majority of respondent have high level of marketing competencies
practice and business performance in Kandy district. There is positive relationship

between Entrepreneurial Orientation and financial performance.

1v



TABLE OF CONTENT

CHAPTER ONE....e coccarormnmemmmmsmsmrmssmsanassasssss senssaisnds 5455500055556 5550053 0658 0N 30 SRS ERE S5 1
INTRODITUTCTTOIN oo 335555664508 R AN SR RS BN O PRe e 1
L1 BACKGROUND OF THE: STULYY ..o s ossssmmss i s i 1
1.2 PROBLEM STATENIBINT......commsmnsmssss s e m s i s s os 4
1.3 RESEARCH QUEBSTION i .csssssssssvunsss s sssevmm nasmioss s m s s s sossamses 5
1.4 OBIECTIVES OF THE STUDY ssommmnammmmemmmrsmmmsmssmmsmm oo 6
1.5 SIGNIFICANCE OF THE STUDY csnsmssmumismseammmmemsoressam e 6
1.6 THE BCOPE OF THE STUDY sensunnmmnmasmommmsebmmamasssmmms sy 7
1.7 SUMMERY ..ottt ettt et eneen et eas e 7
CHAPTER TWO ..ottt e 8
LITERATURE REVIEW ..ottt 8
2.1 INTRODUCTION......ocuiiiiitieieitieieste ettt s 8
2.2 SMES IN SRILANKA ..ottt 8
2.3 ENTREPRENEUR.........oottitiiiiiee ettt 11
2.4 ENTREPRENEURSHIP .......c.ccomnmm suosesmasansommmmssmansssssossans onsesssnan s 5585 G5 aR55538 16 45535355 13
2.5 ENTREPRENEURIAL ORIENTATION AND DIMENSION ........cccovviivirininnn. 15
28] RUGK T, om0 75555 15,65 5 RS54 AT AN RS ATV P AR G 17
2.5.7 TOTOVATTTOTIEEE .. 0.0 s swmussoenesnn sascinsts s e 55 558555 55898 0 SR ES PRSP T EPR Y0 <18
0 B S T T VR ————— 19
2.54 Compelitive ABOressi VONEEE . s s s s w e physemmamcnms 20
A0 U SO —— 21

2.6 CONCEPT OF FINANCIAL PERFORMANCE.......cccccoociiiniiiiiiiiiicieeceiene, 22
2.6.1 Measures Of SMEs Financial Performance.............ccccccoooiiniinininne 23

2.7 RELATIONSHIP BETWEEN ENTREPRENEURIAL ORIENTATION
AND FINANCIAL PERFORMANCE OF SMES . susmessmmmmsmsesmanmssmess 24

A L1 01 B2 A O SRR ——— 26



CHAP TER. THREE: 505005050050 050 0005ws00w a5 s umson o5 6 5855 6805935.55500i5 S 850095 AR Ao aoss 27

CONCEPTUALIZATION AND OPERATIONALIZATION ......ccccovvivinininiecicnene 27
I EA B TD WL L OO ——— 27
3.2 CONCEPTUALIZING AND CONCEPTUALIZING FRAME WORK................ 27

3.2.1 Tndewsndent Vatiabll .seessmmsnsnummensmmmm m ons arsnsnmsmm amsamms: 28
. B0 i rcia e L oL RO ——— 30
3.3 OPERATIONALIZATION......ootittiiiiieieieiesieteie ettt s 32
3.3.1 Operationalization Framework ...........cccocueiiiiiiniiniiiiicecicccececec 32
3.4 SUMMERY ..ottt ettt s 35

CHAPTER FOUR ...ttt s 36

METHODOLOGY ..ottt sttt 36
4.1 INTRODUCTION. ...ttt 36
4.2 RESEARCH DESIGN .....c.oiiiiiiiiiiiiiiiei et 36

421 StUAY SEHING.....cviiiiiiiiciiieeteeeee ettt s st sb e s et nee s 36
422 Types Of The StUAY .......oooiiiiiiiiiieieece e 36
4.2.3 Unit Of Analysis.........ccoccuv...e. eSSV S AR AR A K R R 37
4.3 POPULATION, SAMPLE SIZE AND SAMPLE METHOD.........c.ccccccccvernnnnnnn. 37
4.3.] Populaticn ATd. SADLING. .. .. comesssarsssinss o nisiasindinis i o a5 messmammsmiss s 37
i el e T 2 U S ————— 37
4.4 DATA COLLECTION METHOD s s . 38
4.5 METHODS OF DATA PRESENTATION.......occeoiiiniiniiriiiiniieneeeeeeceeias 39
4.6 METHODS OF MEASUREMENTS ......cccoiiiiiiiiiiieiie e 39
4.6.1 Method Of Measuring The Personal And Business Information ..................... 39
4.6.2 Method Of Measuring Entrepreneurial Orientation ............ccocceceevveviecencnennens 41
4.6.3 Method Of Measuring Financial Performance .............c.ccoceviiiiviniiiiinencnnn 41
4.7 METHOD OF DATA ANALYSIS................. ....................................................... 43
4.7.1 Univariate ANALYSIS ....c.eerueruieieeieeii ettt 43

vii



472 Cross Tabulation Analysis...........coccceeveiiiiiiiieieeeeeeeee e, 44

4.7.3 Bivariate ANALYSIS........cccorireiririeiieietitiecteee et et
4.7.4 Multivariate Analysis S ————————— 46
4.7.5 Hypothesis TESHINE .....corvvveuirieieeieiieteeeeeeeeeceeeeeeeeeeeeee et 46

4.8 METHOD OF DATA EVALUATION.......coouiuiiieieieeeeeeeeeeeeeee e 48
4.9 BUMMEBRY o cumsussosssssmssisssssstsmmmmmmmsnansssnsssmmsssmmssnssss s s s s 49
CELAP TR BIATE, 1onmesinanssrssmsnrssssnmsnsssen:s5 5555 s s s 50
DATA PRESENTATION AND ANALYSIS ..ot 50
3, b I T R LTI T TN s om0 5 i smnsasmmsemmmmsresmes s s msm 50
5.2 ANALYSIS OF RELIABILITY OF THE INSTRUMENTS ......cccoovveivvieinn.. 50
33 DATH PRESENTATION c. wus s stsmssmseansmnsssssisimss sirmmmmnesSoans smssssmsssmmmammmmsses 51
5.3.1 Data Presentation For Personal Factors And Business Information................. 51
SADATA ANALYSIS ...t 58
5.4.1 Univariate ANALYSIS ........cceciriruiriiiiieieiiiiecieetee e 58
5.4.2 Bivariate ANALYSIS.........oc.ciouiiriuiiiieeeeeieieee et er e 75
5.4.3 Multivariate ANalySIs .........cococviririeininieieieiceeeeeee e, 79
5.4.4 Testing HYPOthESIS ....c.oovoveuiieieiiiieieieie et 81

5.5 SUMMARY ..ottt ettt 86
CHAPTER. BEX s s ssnss s saassainsanennsmnnasssssssassnsmsanansass smus st es srors e ssssesssasssnms ss s as e gasss ; 87
DISCUSSION AND FINDINGS .....c.ootiiiiieiitieeietee et 87
L. TN T BT T T IR o 6.8 5 it 87
6.2 DISCUSSION ON GENERAL AND PERSONAL INFORMATION................... 87
6.2.1 Gender Distribution Of Sample.........cocoovoieiiiiiiiiiiiiiceeeeeeeeeeeeeeeeeee 87
6.2.2 Civil Status DiStribUtiON ........oovovvveveiiiieieieiice e 88
6.2.3 Age Distribution Of Sample ..........cooeeiiiiiiiiieiiecieeeceeeee e, 88
6.2.4 Educational Level bistribution ......................................................................... 8é

6.2.5 Type Of Business DiStribution .............c.ccoovooviiiviiioiieeeee e, 88



6.2.6 Number Of Employee Distribution ..........c.ccecereeviiriinieniniiiinciieicniceceicee 89

6.2.7 Number Of Years Establish.........cccccceririiiininiiiiiicece, 89
28 ORACEEIID DTSR OIIORY i o .55 505 05 ST — 89
6.3 DISCUSSION ON RESEARCH VARIABLES ........coocsmsciinsioniasmsessmssmsnssnssosassss 89
0.3 ] IITEORRIIVAIERE ..o ocmosceamesoms s smaemers s il s 6455 8555 55 550 0509 90
0,32 TRIBR TARIIE. ..ocninmisemmisensisioamissinsmsivoie s s s 5 56 50 .54 5 053 90
6.3 PO ACETVEITONE i omnssinssiossnssinmssisissesssiosiss 5 e mss 081 5 0590 S35 S AT SR 90
(N0 L% 111575 10110 S 91
645 COtTISTIVG A B T RB N EIERE c.wwswicismsswsresmesssnsss 2mie o 65588185655 0 A BSARBRRARFT FAHS 91

6.4. DISCUSSION ON RELATIONSHIP BETWEEN ENTREPRENEURIAL

ORIENTATION AND FINANCIAL PERFORMANCE .......ccccococimiiiiniiiiiicin. 92
6.5 SUMMARY ..o s 93
CHAPTER BENVEIN .. ...oocsimsns sinsiin smsasiinsssinginesisinibsih st s Emiosis s .65 o s 94
CONCLUSION AND RECOMMENDATIONS ..o s 94
1.1 INTRODUC TION: 5 65 0 .00 5.0 s s snsnss s ssmamssmsenmnsnns oaw05m/s 655 misis s ssss s isassssa 94
T2 CONCLUSTON couressssnvseossammsnsmmsssuessasonssssossssonsnssesssnssras sssasssasassssassssssssssisssssssss 94
7.3 BECOMMENDATIONS: cu oo sommmmsmramssosmwmesssmestsomsissessimmssssss s 96

7.4 LIMITATIONS OF THE STUDY AND SUGGESTIONS FOR FUTURE

STUIINIER ... ool 4,5, i B 550,05 98
7.5 IMPLICATIONS OF THE. STUDY oo nms s aumsmmammmnmsimmnsramimsme st -99
L0 11T 1 O —————— 99
REFERENCES ...ttt s 100
APPENDIX Q1 ...ttt ettt ettt ettt ere e 103
APPENDIX 02ttt ettt 109
Lo REHADIIILY ..ot 109
2. Frequency Tables ......c.ccccoviiiiiiniiiiiiiiieeee [ES PRSP 112
3. DeSCTIPHIVE STAtISTICS . ..cuveiieuieieie sttt ettt ettt 115

A, COTTELATIONS .o 116



T AT o4 () 10 o BT 119

6. Cross Tabulation ..........cccoueciiiiiiinieiecceccee e 124
LIST OF TABLES

Table 2.1 -Definition Of SME ..ot 10
Table 3.1- Operationalization Framework .................oc.ocovevvevivveieeeeeeceeeeeeeeeeeeeee 32
Table 4.2- Indicators And Attributes Of Personal And Business Information ................. 40
Table 4.3- Measurement ASPECT .......c.ocviuviieiirerieieeeeeeeeeeeeeeeseeeeeeeeeseeeeeees e eeseeseseenesene e 41
Table 4.3- Scale Of MEaSUrEMmMent.............cocvieiviririeeriniiietieiieiee e 43
Table:4.5- The Cottelation BEale. .. s ssmsinintasens wrssessmnonssssmsssrsesrsasgrarensssnsmsmmass 45
Table 5.1-Reliability TSt ......cceoiruirieieiiiriiticietecietcceet ettt 50
Table 5.2- Gender DiStribULION .........ocoivieiiiiiiiiieceieceee e 52
Table 5.3- Marital Status.......cccoeoveiiieiierie e e 52
Table 5.4- Age DIStriDULIONS. ......cocviviiiiiiiee e 53
Table 5.5- Eucation IEVEL ..........ccccovuvireririniieereetieestees ettt 54
Table 5.6- Type Of BUSINESS.....cceoeieieieiiiiiieieriiicee ettt 35
Table 5.8- Years Of Establishment ...........cccccoooiviiiiiiiiiiiiiiicicceeeeeee 57
Table 5.9- Type of OWNEIShIP ......cceiviiiiiiiiiiicccce e 58
Table 5.10- LeVel OF EO......ooiiiiiiiiiiecieceeeeeeeeee e 59
Table 5.11 Descriptive Statistics Of EO Dimensions..............cocvoeviieeieeeeeeeeeeeeenen. 59
Table 5.12- Level Of INNOVAtIVENESS .....c.eoveieeiiieriieeceeececeeeeceeeeee et 60
Table 5.14- Level Of Risk TaKIng .......cccooevirieiniiiiiicieiciceieceeeeeee e 61
Table 5.15- Frequency Distribution Of Risk-Taking..............ccccooeivveiiioies e . 62
Table 5.16- Level Of Pro-ACtVENESS ........ccoovveiieiiiriiiieeeeeeeeeeeeeeeeeeeeee e 62
Table 5.17- Frequency Distribution Of Pro-AcCtiveness...........cccooeveveveveceveeeeeeeeieenennnn 63
Table 5.18- Level Of AULONOMY ......ccveviiiiieieiiiicieiiecetceeesteeeteete e 64
Table 5.19- Frequency Distribution Of AUtONOMY ..........c.cccoovveveveiiiereeieeeeeee e 64
Table 5.20- Level Of Competitive AZ@reSSiVENESss ...........ccoeveveeeveeeeeeeeeeerereeeeeesenenenns 65
Table 5.21- Frequency Distribution Of Competitive Aggressiveness ...............cccocvee..... 66
Table 5.22- Mean And Standard Deviation Of Financial Performance..............c..ccco....... 67
Table 5.23- Mean Comparison Between Gender And Level Of Entrepreneurial
OO urnsvonsnueasnsaans 5 ssamis o 615550 0650 AR RAISTR4.535 Ao nsom S SRR A AR AR S SRR SRR SRS 68



